
DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare and Medicaid Services 

July 23, 2001 


Gail Margolis, Deputy Director 

Medical Care Services 

Department of Health Services 

744 P Street, Room 1253 

P.O. Box 942732 

Sacramento, CA 95814 


Dear Ms. Margolis: 


I am pleased to inform you that the Centers for Medicare & Medicaid Services (CMS) (formerly 

known as the Health Care Financing Administration) is approving California’s request for a 2-year 

continuation of its Medi-Cal Mental Health Care Field Test (San Mateo County) Waiver Program

authorized under Section 1915(b)(4) of the Social Security Act (the Act.) This approval provides for 

a waiver of the following sections of the Act: 1902(a)(1) Statewideness, 1902(a)(10)(B) 

Comparability of Services, and 1902(a)(23) Freedom of Choice, in order to permit California to 

continue to operate the San Mateo Mental Health Pilot waiver program from July 30, 2001 through 

July 29, 2003. 


Please note that until the final regulations implementing the Balanced Budget Act of 1997 are in 

effect, we are unable to consider or grant any exemptions to these requirements. Therefore, at this 

time, CMS is not approving the State’s request for a waiver of section 1902(a)(4) Methods of 

Administration for exemption from certain requirements in final regulations issued to implement the 

Balanced Budget Act of 1997. 


This waiver approval is based upon evidence submitted to CMS demonstrating that the State’s 

proposal is consistent with the purpose of the Medicaid program and will meet all statutory and 

regulatory requirements for assuring beneficiaries access to care, quality of services, waiver cost-

effectiveness, and will not restrict emergency services. Please note that our approval is contingent 

upon several conditions listed below: 


1. 	 Within 90 days of this approval, the State must document and report to the San Francisco 
Regional Office the costs associated with therapeutic behavioral services (TBS) and the cost-
effectiveness of the waiver with these services excluded from the case rates paid to the San 
Mateo Mental Health Plan. 

2. 	 In this waiver renewal, we are continuing to grant the State an exemption from the rules 
governing competitive procurement. These rules are found in the Code of Federal 
Regulations at 45 CFR Part 74. They require a State to conduct open and free competition to 



the maximum extent practical. Further, a State conducting a sole source procurement above 
$100,000 must, upon request, provide procurement documents, including justification for the 
non-competitive procurement. Under the regulations, the Secretary of the Department of 
Health and Human Services has the discretionary authority to determine (1) whether he 
agrees with a State’s justification that utilizing a competitive procurement process is not 
practical or (2) whether an exception to the rules is appropriate. In the absence of any 
interim change in CMS policy regarding competitive procurement referenced above, at the 
time of the next renewal of this waiver, the State must be able to justify the continuing use of 
this exemption. 

Children with Special Health Care Needs 

3. 	 The State will submit to the CMS San Francisco Regional Office, on an annual basis, a report 
detailing the number of children enrolled in the waiver who are included in categories 1, 2, 3, 
4, and 5 of the definition of special needs children in the Balanced Budget Act of 1997 
(BBA). The State will describe its methods for identification of special needs children in this 
report. 

4. 	 The State will submit to CMS on an annual basis, a report with information on the number of 
children identified in categories 1, 2, 3, 4, and 5 of the BBA’s definition of special needs 
children who voluntarily transfer between outpatient specialty mental health providers. 

5. The State will collect and analyze information about complaints, grievances, and appeals 
from the San Mateo Mental Health Plan related to children’s specialty mental health services. 
This must include stratified results for children with special needs, per the BBA’s definition. 
The State’s analysis must be submitted to CMS on an annual basis. 

6. 	 On an annual basis, the State will submit to CMS a description of its methods and the results 
of its monitoring the access and quality of services for children with specialty mental health 
needs. The State should address, but not limit the report to the following: 
• 	 Utilization and penetration rates for EPSDT services in San Mateo County, including a 

comparison with the State’s benchmarks; 
• 	 County and/or State oversight of the availability of mental health specialists with 

experience treating children; 
• 	 County outreach and identification activities, including coordination with programs such 

as foster care, special education, and juvenile justice; 
• 	 The State’s progress in developing and implementing performance measures related to 

children’s mental health services. 

California is no longer required to arrange for an independent assessment for the San Mateo Mental 
Health Pilot unless significant issues are identified in the future. However, the Department of 
Health Services (DHS) will continue to be responsible for documenting the cost-effectiveness, 
access, and quality factors in subsequent renewal requests. According to regulation, waiver renewal 
requests must be made ninety days before the expiration date of the waiver. Therefore, California 
may seek to renew this waiver authority by submitting a request for renewal on or before April 30, 
2003. 



We appreciate the State’s efforts in continuing this program to provide for accessible, quality, and 
cost-effective specialty mental health care for Medicaid enrollees in San Mateo County and wish 
you continued success. If you have any questions, please contact Meredith Mayeri in the San 
Francisco Regional Office at (415) 744-3686 or Linda Abbott in the Central Office at (410) 786-
4662. 

Sincerely, 

/s/ 

Theresa A. Pratt 

Director

Division of Integrated Health Systems 

Disabled and Elderly Health Programs Group 

Center for Medicaid and State Operations 


cc: 

Steve Deering, San Francisco RO 

Linda Abbott, Central Office 



